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AICPA

Washington Report
March 26, 1973
Volume 1, Issue 12

COMMERCE, DEPARTMENT OF
Economic Development Assistance hearings concluded
in the House and the bill (HR 2246) has been
passed on a vote of 278-108.
The Senate
Public Works Subcommittee has concluded its
hearings and a Report of the Full Committee is
expected on Thursday, 3/29.
It is quite likely
that the Senate will accept the House version with
few minor changes.
The legislation would extend appropriations
authorizations under the Public Works and Economic
Development Act until June ’74.
The Administration
has opposed the legislation on the basis that various
special revenue sharing programs would replace the
present system of distributing federal funds for
these purposes.
CONSUMER PROTECTION AGENCY
Senate hearings commenced this past week, and the
schedule includes two more days of hearings this
week. (3/27 and 3/28.)
Witnesses scheduled to appear include the
National Association of Manufacturers (NAM) and
several consumer advocate groups.
The Institute intends to submit a letter for
the record regarding the selection of the title
of the independent agency ("CPA") and requesting that
another be substituted.
COST OF LIVING COUNCIL
Extension of the Economic Stabilization Act was approved
in the Senate last week, but not before being
amended to include reporting provisions for Tier I
firms of price increases, as well as furnishing
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back-up cost information, something the CLC
and others wanted kept out of the law.
The
measure now goes to the House where hearings
before Banking Committee Chairman Patman are
expected to begin very soon.
The potential
for even stricter controls exists in the House
whose members have received much correspondence
from the public on the current trend of higher
prices.
Meat packer pricing regulations have been instituted,
it has been announced.
The regulations are
expected to appear in today's Fed. Re g . The new
rules are mandatory and apply to all meat packers
covered by the mandatory food regulations.
Monthly
and quarterly reporting requirements are included.
Pass-through cost procedures on a dollar for dollar
basis have been instituted.
Special rule for wholesalers and retailers under Phase III
controls are included in the 3 / 2 0 / 7 3 Fed. Reg, in
the form of amendments to the price regulations.
The amendments to Section 130 appear at p.7317.
A Food Price Report, prepared by the Cost of Living
Council Committee on Food was issued on 3/20/73.
It contains a historical synopsis leading up to
the current situation and recommendations for
stopping price escalation.
Supplies and outlook for
the future is also included.
The National Journal for 3/17/73 also contains
some information about Administration efforts to
increase supplies in food products.
FEDERAL HOME LOAN BANK BOARD
Conversion options for S&Ls through legislative means
are discussed in an article in the FHLBB's Journal
(March issue). They range from a permanent legislative
"moratorium" on conversions to doing nothing which is
equivalent to leaving existing federal law unchanged.
The author, Charles Allen, General Counsel for the
Board, through the process of elimination, opts for
the decision to allow conversions to go forward, at
least on a provisional basis.
A temporary test of
experience is clearly warranted, he concludes.
FEDERAL POWER COMMISSION
Accounting for Acquisition Adjustments (Order 477) as
announced in last w e e k ’s Report is reprinted in
the 3/19/73 Fed. Reg, at p.7213.
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FEDERAL TRADE COMMISSION
An Antitrust Review and Revision Commission has been
proposed by Senator Javits (R-N.Y.) in a bill
introduced recently (S.1196). An 18-member body
would be created to examine federal antitrust
laws and make recommendations for revising them.
The radical changes in market structure and
the nature of the U.S. economy, vagueness in
antitrust language and regulation were cited as
reasons for the need for such review.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Grant Program Handbook for water and sewer facilities
has been revised, and is now available.
While the
program will be phased out with the introduction
of Community Development Revenue Sharing, certain
procedures will continue to be applicable to those
projects which are currently in the post approval
phase.
For copies or additional information, contact
Lois Dean, Director, Intergovernmental Relations
Division, Room 7112, HUD, 7th and D Streets, S. W . ,
Washington, D. C. 20410.
INTERIOR, DEPARTMENT OF
Proposed revisions to the administrative procedures for
the Fish and Wildlife Service are included in the
3/20/73 Fed. R e g , at p.7334.
The regulations are being updated to conform
to terminology in OMB Circular A-102.
There is a
section (80.27) dealing with "Records and Reporting".
Comment deadline is 5/4/73.
JUSTICE, DEPARTMENT OF
An LEAA Audit Advisory Committee is being formed.
(Fed. Reg, of 3/21/73, p.7404.) The purpose for
creating the new committee is to advise the LEAA
Office of Audits of ways and means to more
effectively and expeditiously carry out its mission
of ensuring that LEAA grant programs and contracts
are properly administered.
Membership will include
"members of organizations which represent (among
others) professional auditors".
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LEAA hearings began as announced in the previous
Report. Attorney General Kleindeinst in his
opening remarks before the House Judiciary
Subcommittee discussed the Administration’s
proposed special revenue sharing plan for law
enforcement.
He noted that only with effective
audits and evaluations would the program succeed.
LEAA Guideline Manual for Financial Management and
Action Grants (M7100.1A) is now available.
This
manual is a complete reference source and guide
for financial questions arising in the administration
of planning and action grants under Title I of the
Safe Streets Act.
It builds upon and compliments
the grant funding and administration structure
established in the basic Guideline Manual (M4100.1A)
for State Planning Agency Grants.
For further information, contact J. M. Maher,
Director, Program Review Staff, Office of Criminal
Justice Assistance, LEAA, 633 Indiana Avenue, N.W.,
Washington, D. C. 20503.
LABOR, DEPARTMENT OF
Manpower revenue sharing is being developed through
administrative rules procedures rather than
through legislative enactment.
The program is
designated "CAMPS" (Cooperative Area Manpower
Planning System) and regional meetings are presently
being conducted to explain to local officials the
transitional tasks leading to this new means of
federal assistance.
A recent check with the Department indicates
that no regulations have been published on this
new program, and there is still a considerable
amount of planning yet to accomplish.
Nevertheless,
in form, manpower revenue sharing is now beginning
to move ahead, despite many uncertainties.
SECURITIES AND EXCHANGE COMMISSION
Chairman Cook addressed the New York Financial Writers’
Association on 3/15/73, and began his remarks with
what he viewed as the "current priority concerns
at the Commission : Continuing programs to make the
prospectus and other disclosure filings truly
meaningful documents; concern for the informal
procedures surrounding the issuance of earnings
forecasts - "a cloak which we intend to pierce

5

through rules and guidelines on forecasts"; and
"dissatisfaction with accounting practices which
obscure rather than inform..."
The alternative method disclosure proposal is going
to be further revised, the Commission has
acknowledged.
The Chief Accountant, Mr. Burton,
has indicated that "substantial revision" of the
proposal will be required.
The proposal has been vigorously attacked
by oil and gas companies which have charged that
the method would inhibit aggressive exploration
for domestic supplies of oil and gas.
Reporting Cash Flow and Other Related Data is contained
in a recent release.
(ASR 142 of 3/15/73.)
The
Commission’s position is that preliminary registration
statements which include "cash flow per share" data
in the narrative section of the prospectus, particularly
in the "President’s Letter" section, appear to be
designed t o decrease the credibility of conventional
financial statements as a measure of business activity,
and such variation of such data creates confusion.
Amendment of reporting practices in light of the
problems and guidance furnished in the release was
urged.
TREASURY, DEPARTMENT OF
The Annual Report of the Commissioner of Internal
Revenue (IRS Publication 55) has been released.
It includes statistics on returns filed, collections
by tax sources and Sections of the country, and other
aspects of Federal tax administration.
It can be
obtained from the Superintendent of Documents, GPO,
Washington, D. C . , 20402 for $1.75 per copy.
Campaign for small business tax reform has started in
Congress.
A number of influential Senators and
Congressmen have re-introduced the Bible-Evins tax
bill and several groups have testified before the
House Ways and Means Committee in favor of substantial
changes in the IRC to foster survival and growth of
new and independent business.
Chief sponsor of the
House version (HR 5222), is Congressman Evins
(D-Tenn.), Chairman of the House Small Business
Committee.
Senator Bible (D-Nev.) has strong bi
partisan support for his version (S.1098).

6

Improvements in the supervision of tax-exempt private
foundations is advocated by Rep. Patman (D-Tex.J
and legislation has been introduced to that end.
(See Cong. Record of 3/15/73, p. H1837). A copy
of the proposed legislation (HR 5728 and HR 5729)
appears at p. Hl839.
Other tax measures recently introduced include a bill
(S.1281) by Senator Bayh (D-Ind.) to repeal the asset
depreciation range (ADR) system.
His comments on
the introduction of the bill appear in the 3/19/73
Cong. Record at p. S5020.
A copy of the bill is
also reprinted in the Record at p. S 5021.
INTERNATIONAL ACCOUNTING
"Standardized Accountancy and Economic Development"
is the title of an article appearing in the
March '73 Financial Development Journal of the
International Monetary Fund.
The author, Adolph J. H. Enthoven, discusses
the scope and methods of standardization in social,
government, and enterprise accounting, and within
the overall accounting framework; he suggests how
improved international accounting standards and
conventions might be attained.
CPAS IN THE NEWS
Donald P . Kern has been named the first accounting
fellow for the new program initiated at the SEC.
He will serve two years as an executive assistant
to the Chief Accountant.
His appointment is
effective at the end of May.
He is presently
employed by Peat, Marwick, Mitchell & Co.

Wade S. Williams
Manager
Federal Information
(202) 872-8190
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Audit Guides Issued by Federal Agencies
In recent months AICPA committees have reviewed
and submitted comments on various agency audit
guides for use in audits of recipients of Federal
funds.
The purpose of the review is to suggest
revisions to a guide that is incompatible with
pronouncements of the AICPA.
Audit guides, published:
to date, which have incorporated the recommendations
of the committees include: Minority Business Enterprise
Programs (Commerce); Neighborhood Facilities Grant
Program and Public Facilities Loans Program (HUD).
Other guides currently under review include:
-Comprehensive Planning Assistance Program (HUD)
-Urban Renewal Program (HUD)
-Public Employment Programs (DOL)
-Manpower Administration Contracts (DOL)
-Small Business Investment Companies (SBA)
Economic Stabilization
A committee of Institute members has been appointed
to advise the Cost of Living Council in connection with
controls for the food industry.
This committee has been
meeting weekly.
Federal Home Loan Bank Board
The Committee recently requested that the AICPA
consider methods by which various technical committees
could periodically communicate to Institute members
developments within an industry which might affect the
conduct of examinations.
The objective of such
communications is to keep current such AICPA technical
publications as "audit guides" until formal revisions
can be issued.
Federal Taxation
The Division's testimony on tax reform was presented
to the House Ways and Means Committee March 12 1973
The testimony covered the following subjects: tax
simplification, capital gains and losses, capital
recovery, private pension plans and taxation of foreign income.
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The Executive committee approved the final draft of teh
edition of Recommendations for the Amendments to the

Internal Revenue Code.

This booklet is scheduled to be published in May.

The staff of the Federal Taxation
Division has completed
the move to Washington which will
now
be its permanent
headquarters.
Foreign Direct Investment
The Committee is reviewing proposed amendments to
Foreign Direct Investment Regulations which appeared
in the March 5, 1973 edition of the Fed. R e g .
GAO Audit Standards
A draft of the AICPA's position with respect to audit
standards adopted by the GAO has been prepared by the
staff.
After review by the GAO Committee, the draft
will be circulated to other AICPA committees involved.
Office of Revenue Sharing
An ad hoc group of AICPA members met with Graham Watt,
Director, Office of Revenue Sharing, to discuss how CPAs
can be utilized in reporting on revenue sharing programs
administered by state and local governments.
Tentatively,
it appears that an audit guide for the revenue sharing
program will be prepared by the Federal agency.
However,
no definitive action will be taken until the Director of
Audits joins Mr. Watt's staff in about one month.
AICPA
assistance was offered in developing the guide.
WASHINGTON ACTIVITIES OF COMMITTEES STAFFED FROM NEW YORK
Environmental Accounting
AICPA assistance has been requested by the Council
on Environmental Quality and the Bureau of Economic
Analysis in connection with the development of criteria
to measure the effect of expenditures to control pollution
on measurements of national income.
Continued discussions
with Council staff are expected.
Health, Welfare and Pension Funds
Chairman Jack Helganz and AICPA staff met with the
Chief Counsel of the Pension Task Force of the House of
Representatives to discuss the reporting and disclosure
requirements of HR 2 (a bill to revise the Welfare and
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Pension Plans Disclosure A c t ) . Recommended revisions
to HR 2 (Section 104(a)(3)(A)) contained in AICPA
testimony have, according to the Task Force staff,
been accepted.
The AICPA has now been requested to
submit a revision of section 104(b) of the bill by May 15
for review and, presumably, incorporation by the Task
Force into the proposed legislation.
Insurance Accounting
The Committee has prepared a draft of an analysis
of present industry practice and thinking regarding
catastrophy reserves.
It is expected that after
the draft is reviewed by the appropriate senior
committees, the analysis will be circulated to the
industry with a request for comments.
The Committee
plans to submit its final recommendations to the AICPA
senior committees on or about June 30, 1973.

